Measuring intra-generational and inter-generational redistribution in the reformed Italian social security system by Carlo Mazzaferro & Marcello Morciano
   
 Working Papers 
N° 11 - December 2011 
Ministry of Economy and Finance 
Department of the Treasury 
ISSN 1972-411X 
Measuring intra-generational and 
inter-generational redistribution in the 
reformed Italian social security system 
Carlo Mazzaferro, Marcello Morciano  
Working Papers 
The working paper series promotes the dissemination of economic research produced in 
the Department of the Treasury (DT) of the Italian  Ministry of Economy  and  Finance 
(MEF) or presented by external economists on the occasion of seminars organized by 
MEF on topics of institutional interest to the DT, with the aim of stimulating comments 
and suggestions. 
The  views  expressed  in  the  working  papers  are  those  of  the  authors  and  do  not 
necessarily reflect those of the MEF and the DT. 
Copyright:  © 
2011, Carlo Mazzaferro, Marcello Morciano 
 
The document can be downloaded from the Website www.dt.tesoro.it and freely 
used, providing that its source and author(s) are quoted. 
 
Editorial Board: Lorenzo Codogno, Mauro Marè, Libero Monteforte, Francesco Nucci, Franco Peracchi 




1  INTRODUCTION  ....................................................................................................................  5 
2  THE ITALIAN PENSION SYSTEM  ........................................................................................  9 
3  THE MODEL  ........................................................................................................................  11 
3.1  THE SOCIAL SECURITY MODULE  ......................................................................................  16 
4  EMPIRICAL RESULTS  ........................................................................................................  22 
4.1  INTER-GENERATIONAL/LIFETIME REDISTRIBUTION  ..............................................................  25 
4.2   ADEQUACY  .....................................................................................................................  29 
4.3   INTRA-GENERATIONAL DISTRIBUTION  ................................................................................. 32 
5  CONCLUSION AND FUTURE WORK  ................................................................................  35 
APPENDIX  ................................................................................................................................  37 
REFERENCES  ..........................................................................................................................  44 
    
 
2 
Measuring intra-generational and 
inter-generational redistribution in the 
reformed Italian social security system
1 
Carlo Mazzaferro (
), Marcello Morciano (
) 
Abstract 
Reforms to the Italian social security system, carried out from 1992 onwards, will 
dramatically change its structure in the long run. So far, empirical research has devoted 
more  attention  to  their  macroeconomic  and  financial  effects  while  relatively  less 
attention has been paid to analysing their redistributional implications. 
We present this line of research using CAPP_DYN, a population-based dynamic 
microsimulation model. The model stochastically simulates the socio-demographic and 
economic evolution of a representative sample of the Italian population over the period 
2010-2050.  The  initial  sample  is  subjected  to  a  large  number  of  demographic  and 
economic  events  such  as  partnership  formation/dissolution,  birth,  education,  work, 
retirement, health and disability and death. While acknowledging the rather complex 
phasing  in  of  the  Notional  Defined  Contribution  system,  introduced  into  the  Italian 
social security system from 1995, a set of indexes (net present value ratio, Gini index, 
replacement ratios etc.) is used to evaluate the distributional properties of the reformed 
pension  system  in  each  of  the  simulated  years  as  well  as  in  a  life-time/cohort 
perspective.  Two  main  critical  distributional  aspects  will  emerge.  Firstly  the  model 
predicts an increase in the old-age pensions dispersion in the transitional phase (2015 
– 2030) due to the coexistence of different pension regimes and rules in calculating 
pensions. Moreover, a problem of adequacy in the public pension system from 2035 
emerges as the NDC system will be almost completely phased in. 
 
JEL classification: H20, H30, H55. 
because the gap from the technological frontier is too large. In the case of Middle-
tech sectors, FDI benefits can be substantial since an increase of one standard  
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